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WKH HVWDEOLVKPHQW RI GHPRFUDF\ PHDQW WKH EHJLQQLQJ RI VRFLRHFRQRPLF SROLFLHV WKDWZHUH³SHQGLQJ´$PRQJRWKHUVWKHQHHGWRSURPRWHLQLWLDWLYHVIRUDZLGHUVFLHQWLILFDQGWHFKQRORJLFDO GRPHVWLF SURGXFWLRQ HPEHGGHG LQ DQ LQFUHDVLQJ FRQVFLRXVQHVV RI WKHQHHG  WR RSHQ XS WKH 6SDQLVK HFRQRP\ PDLQO\ E\ WKH LQWHJUDWLRQ RI 6SDLQ LQ WKH(XURSHDQ8QLRQ
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 RIILFLDO VWDWLVWLFV DQG DYDLODEOH DVVHVVPHQWVWXGLHV,QWKHIROORZLQJSDUDJUDSKVZHVKDOODGGUHVVVRPHEDVLFDVSHFWVRIWKH6SDQLVKHFRQRP\ DQG WKH SDUWLFLSDWLRQ RI WKH ILUPV LQ WKH LQQRYDWLQJ HIIRUW DV ZHOO DV WKHVW\OLVHGIDFWVRIWKHSDUWLFLSDWLRQRIGLIIHUHQWUHJLRQV$VSHFLDOHPSKDVLVZLOOEHSODFHGRQUHJLRQDOUHSHUFXVVLRQVRIWKHSULQFLSDOLQVWUXPHQWVH[SRVHGDERYH
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*HQHUDOUHVXOWV
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x $JHQHUDOLQFUHDVHLQWKHUHVRXUFHVGHYRWHGWRWHFKQRORJLFDODFWLYLWLHV,QWHUPVRI5	' H[SHQVHV ZH FDQ VHH DQ RXWVWDQGLQJ LQFUHDVH IURP  RI  *'3 DW WKHEHJLQQLQJRIWKHHLJKWLHVWRLQ7KLVIDFWDOORZHGDFHUWDLQDSSURDFKWR
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6RXUFH2(&'DQGRZQHODERUDWLRQ
WKHDYHUDJH(XURSHDQOHYHOVx $ JURZWK LQ WKH QXPEHU RI ILUPV FDUU\LQJ RXW WHFKQRORJLFDO DFWLYLWLHV 5	'VWDWLVWLFVVKRZDQLQFUHDVHIURPDURXQGWRQHDUO\LQWKHODVWILIWHHQ\HDUVx $FKDQJHLQWKHVWUXFWXUHRI WKH6SDQLVKIRUHLJQWUDGHZLWKDJURZLQJZHLJKWRIH[SRUWV RI KLJKHU FRPSOH[LW\ JRRGV DQG D OHVVHU VKDULQJ RI WUDGLWLRQDO SURGXFWV$ORQVRx $QLQFUHDVLQJWUHQGRIWHFKQRORJ\H[SRUWDWLRQPDLQO\LQDVVRFLDWLRQZLWKGLIIHUHQWNLQGVRIWHFKQLFDODVVLVWDQFH&DVDGR0ROHURx 7KHFRQVROLGDWLRQRIDQLQVWLWXWLRQDOV\VWHPIRULQQRYDWLRQVXSSRUWDQGWKHVHWWLQJXSRILQWHUIDFHVWUXFWXUHVEHWZHHQGLIIHUHQWDJHQWV&27(&
1HYHUWKHOHVV VKRUWDJHVDUHDOVR UHPDUNDEOH DPRQJ WKHPZHFDQXQGHUOLQH WKHPRVWLPSRUWDQWRQHV
x 7KH FRQYHUJHQFH SURFHVV SUHYLRXVO\ GHVFULEHG KDV EHHQ LQVXIILFLHQW DQG WKHUHODWLYHGLVWDQFH LVVWLOOQRWDEOH %XHVD0ROHUR)XUWKHUPRUH WKHLQFUHDVHRI WKH HIIRUW GXULQJ WKH HLJKWLHV KDV VXIIHUHG D UHPDUNDEOH VWDJQDWLRQ LQ WKH ILUVWKDOIRIWKHCVx 7KH DSSURDFK LV PXFK OHVV HYLGHQW ZKHQ ZH ORRN DW LQGLFDWRUV FORVHU WR WKHWHFKQRORJLFDODQGSURGXFWLYHDFWLYLW\,IZHXVHSDWHQWGDWDWKHGLVWDQFHWROHDGLQJFRXQWULHV LV ELJJHU WKDQ WKH RQH VKRZQ E\ WKH 5	' LQGLFDWRUV 7KLV LV EHFDXVH5	' LQFRUSRUDWHV D VLJQLILFDQW DPRXQWRI WKHSXEOLF VHFWRU DFWLYLW\,Q IDFW RQHFKDUDFWHULVWLF RI WKH 6SDQLVK LQQRYDWLQJ V\VWHP LV WKH VPDOOHU SUHVHQFH RI WKHSULYDWHILUPVVHFWRUFRPSDUHGWRRWKHUFRXQWULHV,QUHFHQW\HDUVLWLVEHORZRIWRWDOUHVRXUFHVGHYRWHGWRVFLHQWLILFDQGWHFKQRORJLFDODFWLYLWLHVx ,QVSLWHRIWKHXSJUDGLQJWHQGHQF\RIWKHV\VWHPWRFUHDWHWHFKQRORJLFDOLQSXWVWKHUHVRUW WR IRUHLJQ WHFKQRORJ\ LV VWLOO DQ H[WUDRUGLQDU\ LPSRUWDQW VWUXFWXUDO IHDWXUH$V FDQEH DSSUHFLDWHG LQ WDEOH6SDLQVWDQGVRXWDPRQJ2(&'FRXQWULHV IRU DGRXEOH FKDUDFWHULVWLF7KH LPSRUWDWLRQRI WHFKQRORJ\ UHODWHG WRGRPHVWLF5	'LVYHU\ UHOHYDQW EXW LQ FRQWUDVW WR ZKDW KDSSHQV LQ RWKHU FRXQWULHV XVXDOO\ RI DVPDOO VL]H WKLV IDFW LV QRW FRPSHQVDWHG IRU ZLWK D VWURQJ IORZ RI WHFKQRORJ\H[SRUWDWLRQ0ROHURx )URP DQ LQVWLWXWLRQDO SRLQW RI YLHZ WKH QHZ V\VWHP KDV VRPH QRQ QHJOLJLEOHOLPLWDWLRQV DPRQJ ZKLFK ZH FDQ PHQWLRQ WZR ILUVW WKH QRQ FRRUGLQDWLRQEHWZHHQ WKH LQVWLWXWLRQV ZKLFK DUH UHVSRQVLEOH IRU WKH SURJUDPV SDUWLFXODUO\EHWZHHQ UHJLRQDO DJHQFLHV DQG FHQWUDO JRYHUQPHQW LQVWLWXWLRQV 6HFRQGO\ WKHSRWHQWLDOO\DYDLODEOHUHVRXUFHVRIWKHSXEOLFUHVHDUFKVHFWRUKDYHPDQ\GLIILFXOWLHVWREHWUDQVIHUUHGWRWKHILUPV
%8QHYHQUHJLRQDOSDUWLFLSDWLRQ
7KH JHQHUDO WUHQG GHVFULEHG SUHVHQWV ZLGH GLIIHUHQFHV RQ REVHUYLQJ WKH UROH RIGLIIHUHQW UHJLRQV SDUWLFXODUO\ RI WKRVHZKLFK KDYH D ORZHU OHYHO RI LQGXVWULDOLVDWLRQ2Q WDEOH ZH KDYH SLFNHG XS VRPH FHQWUDO GDWD WKH ILUVW WZR FROXPQV UHIHU WR WKHSDUWLFLSDWLRQRIHDFKUHJLRQ LQQDWLRQDO5	'UHVRXUFHVJOREDOO\DQGFRQFHUQLQJ WKHILUPV¶ VHFWRU 7KH WKLUG FROXPQ VXPPDULVHV WKH SDUWLFLSDWLRQ RI HDFK UHJLRQ LQ WKHUHVRXUFHVRI WKH ,,5	'1DWLRQDO3ODQDQG WKHIROORZLQJ RQHV WKHLUSDUWLFLSDWLRQLQSURMHFWVILQDQFHGE\&'7,
7KH ILUVW UHPDUNDEOH LVVXH LV WKHVWURQJFRQFHQWUDWLRQRI WKH WHFKQRORJLFDODFWLYLW\ LQWKH WKUHH PRVW LQGXVWULDOLVHG UHJLRQV 0DGULG &DWDOXxD DQG 3DLV 9DVFR WRJHWKHUDFFRXQWHG
7DEOHQ3HUFHQWDJHVRIHDFKUHJLRQRIQDWLRQDOILJXUHV
5	'([SHQG %XVLQHVV5	' ,, 1DWLRQDO5	' 1 RI )LUPV ZLWK&'7, 1 SURMHFWVZLWK&'7,5(*,216   3ODQIXQGV 3URMHFWV )XQGV$QGDOXFLD     $UDJRQ     $VWXULDV     %DOHDUHV     &DQDULDV     &DQWDEULD     &DVWLOOD/HRQ     &DVWLOOD /D0DQFKD     &DWDOXxD     &9DOHQFLDQD     ([WUHPDGXUD     *DOLFLD     0DGULG     0XUFLD     1DYDUUD     3DLV9DVFR     /D5LRMD     
6RXUFH2ZQHODERUDWLRQ
IRU RI WKH ILUPV LQ6XFKFRQFHQWUDWLRQ LV RSSRVHG WR WKHZHLJKW RI WKRVHUHJLRQV LQ WKH YDOXH DGGHG   LQ WKH VDPH \HDU DQG LV KLJKHU WKDQ WKHFRQFHQWUDWLRQRI5	'H[SHQVHV7KHUHIRUHZHFDQGHGXFHWKDWWKHSDUWLFLSDWLRQRIWKHEDFNZDUG UHJLRQV LV HYHQ VPDOOHUZKHQZH RQO\ WDNH LQWR DFFRXQW WKH WHFKQRORJLFDODFWLYLW\GLUHFWO\UHODWHGWRILUPV
7KHFRQFHQWUDWLRQDOVRPHDQVDQXQHTXDOSDUWLFLSDWLRQLQWKH1DWLRQDO3ODQUHVRXUFHV,Q IDFW WKH UHJLRQDO GLVWULEXWLRQ RI WKLV SDUWLFLSDWLRQ LV QHDUO\ WKH VDPH DV WKHGLVWULEXWLRQ RI 5	' DFWLYLWLHV WKH FRUUHODWLRQ FRHIILFLHQW LV  7KXV ZH FDQDVVHUW WKH 3ODQ KDV QRW EHHQ RULHQWDWHG WR FRPSHQVDWH IRU WKH GLIIHUHQFHV DQG WRSURPRWH WKH SDUWLFLSDWLRQ RI DJHQWV RI EDFNZDUG UHJLRQV RQ WKH FRQWUDU\ LW KDVFRQWULEXWHG WR WKHFRQVROLGDWLRQRIJURXSVDQG ILUPVZKLFKDOUHDG\KDGD IDYRXUDEOHVWDUWLQJSRVLWLRQ
7KH &'7, DFWLRQ LV RI VSHFLDO LPSRUWDQFH EHFDXVH LQ FRQWUDVW WR WKH SODQ WKLVLQVWLWXWLRQRQO\PDQDJHVDLG WRILUPVDIWHU WKHLUGHPDQGWKURXJK VXEPLWWLQJ SURMHFWVRI WHFKQRORJLFDO GHYHORSPHQW 'DWD UHODWHG WR WKH QXPEHU RI ILUPV WKDW KDYHSDUWLFLSDWHG LQ WKH HOHYHQ \HDUV WDNHQ LQWR DFFRXQW LQ WKH DQDO\VLV UHSURGXFH WKHWHUULWRULDOLQHTXDOLW\LQVRIDUDVDLGLVFRQFHUQHG1HYHUWKHOHVVUHJLRQDO FRQFHQWUDWLRQ
LV D ELW VPDOOHU WKDQ WKDW REVHUYHG LQ WKH FROXPQ RI ILUPV¶ UHVRXUFHV (YHQ VR WKHFRPSDQLHV RI UHJLRQV REMHFWLYH  RQO\ UHDFK  RI WKH WRWDO (YHQ VPDOOHU LV WKHSDUWLFLSDWLRQ RI WKRVH UHJLRQV LI ZH FRQVLGHU WKH QXPEHU RI SURMHFWV ZKLFK RQO\UHDFKHVRIDOOILQDQFHGSURMHFWV
7RVXPXSWKHVWDUWLQJRIDVXSSRUWLQJFHQWUDOSROLF\IRUWHFKQRORJLFDOGHYHORSPHQWDOWKRXJKLWKDGDFHUWDLQLPSDFWWRPRELOLVHJHQHUDOUHVRXUFHVGRHVQRWVHHPXQWLOWKLVPRPHQW WR KDYH EHHQ DQ HIILFLHQW LQVWUXPHQW HLWKHU WR LPSURYH WKH FRQGLWLRQV RIUHODWLYHEDFNZDUGQHVVWKDWFKDUDFWHULVHWKHOHVVIDYRXUHGUHJLRQVRUWRFUHDWHLQWKHPDQHZEXVLQHVVG\QDPLVPWREHWKHEDVHIRURYHUFRPLQJWKDWEDFNZDUGQHVV
,03$&7217+(),506
2QFHZHJOREDOO\NQRZWKHSDUWLFLSDWLRQRI WKHHQWHUSULVHV WKHLQWHUHVW LVFHQWUHGRQWKH GHVFULSWLRQ RI VRPH UHVXOWV RI WKH LQYHVWLJDWLRQV ZKLFK KDYH HYDOXDWHG WKHHIILFLHQF\RIVRPHRIWKHDOUHDG\PHQWLRQHGLQVWUXPHQWV:HVKDOOGLVFXVVSDUWLFXODUO\WZR FRPSOHPHQWDU\ DVSHFWV ILUVW WKH LPSDFW RI &'7, DFWLYLW\ RQ WKH WHFKQRORJLFDOFDSDFLWLHVRIWKHILUPV6HFRQGO\WKHUHVXOWVRIWKHDFWLYLWLHVRIWKH275,V
,QWKHILUVWFDVHGDWDFRPHIURPDQHYDOXDWLRQRIHOHYHQ\HDUVZKLFKDOORZVXV WR KDYH D ORQJ WHUP YLHZ 7KHPRVW RXWVWDQGLQJ IHDWXUHV RI WKH&'7,¶V SROLF\FRXOGEHVXPPDULVHGDVIROORZV
x 7KH&'7OKDVPDGHDSRVLWLYHFRQWULEXWLRQWRWKHXSJUDGLQJRIWKHWHFKQRORJLFDOOHYHORI6SDQLVKILUPV,QIDFWDIWHULWVFUHDWLRQWKHERG\XQGHUFRQVLGHUDWLRQKDVEHHQ DEOH WR FROODERUDWH ZLWK D FRQVLGHUDEOH QXPEHU RI ILUPV DURXQG EHWZHHQDQGZKLFKFRQVWLWXWHDFUXFLDOSDUWRIWKHLQQRYDWRU\EXVLQHVVVHFWRUx 7KHZD\LQZKLFKWKH&'7,FROODERUDWHFDQEHSRVLWLYHO\HYDOXDWHGVLQFHLWSOD\VDQDFWLYHUROHLQVWLPXODWLQJILUPVWRXQGHUWDNHDQGHYDOXDWHLQQRYDWLYHSURMHFWV)XUWKHUPRUH WKH ILQDQFLDO PHFKDQLVP WKURXJK ORDQV KDV EHHQ D QHZPRGDOLW\FRPSDUHGZLWKVXEVLGLHVEHFDXVHWKHUDWHRIUHWXUQLVOLQNHGWRWKHVXFFHVVRIWKHSURMHFWLQWKHDEVHQFH RISULYDWHYHQWXUHFDSLWDOLWKDVEHHQUDWKHUSRVLWLYHx HYDOXDWLQJWKHGHJUHHRIGLIILFXOW\H[SUHVVHGE\ILUPVLQILQDQFLQJWKHLULQQRYDWRU\SURMHFWVZLWKRXWWKHKHOSRIWKH&HQWUHVKRZVWKDWWKLVULVHVDVWKHVL]HRIILUPVLQWKHVXUYH\GHFUHDVHVDOWKRXJKLQDQ\FDVHRQHFDQWDONRIDFRQVLGHUDEOHDYHUDJHGHJUHHRIGLIILFXOW\WKHODUJHVWVL]HGILUPVEHKDYHLQDVXEVWDQWLDOO\GLIIHUHQWZD\WR WKRVH RWKHU WKUHH FDWHJRULHV RI ILUPV &'7, ILQDQFLQJ KDV HQDEOHG D JUHDWHUSHUFHQWDJHRI WKHVHODUJHILUPV WRUHGXFH WKHLURZQ5	'FRVWVFRPSDUHGWRWKHLULQLWLDO IRUHFDVW DQG PDQ\ IHZHU SURSRUWLRQDWHO\ KDYH LQFUHDVHG WKHP 7KLVVXJJHVWV WKDW &'7,
V SXEOLF ILQDQFLQJ PD\ KDYH EHHQ XVHG E\ VRPH ILUPV WRUHSODFHPRUHH[SHQVLYHIXQGVVx 7KHWRWDODPRXQWRIIXQGLQJ REWDLQHGIURPWKH&'7,IRUILQDQFLQJSURMHFWVLVPRUHKLJKO\DSSUHFLDWHGE\ILUPVZLWKRQHFRPSDUHGWRWKRVHZLWKWZRRUWKUHHSURMHFWV
 7KLVGRHVQRWPHDQWKDWWKHG\QDPLFLVHTXDOLQWKRVHDUHDVZLWKDVPDOOHUOHYHORILQGXVWULDOLVDWLRQ$VZHVKDOOGLVFXVVODWHU WKHUHDUHVRPHLQWHUHVWLQJFDVHVRIDJUHDWHUG\QDPLVPEXW WKRVHDUHQHDUO\DOZD\VUHODWHGWRRWKHUW\SHRISROLFLHV 7KHJOREDOUHVXOWVDUHLQ0ROHURHWDO7KHEDVLFVWDWLVWLFGDWDDUHDYDLODEOHLQ0ROHUR	%XHVDDQGDV\QWKHVLVRIWKHUHVXOWVUHODWHGWRWKHILUPVFDQEHFRQVXOWHGLQ0ROHUR	%XHVD

DQG PRUH LQ WKH ODWWHU WKDQ LQ WKH JURXS RI WKHPRVW UHJXODU $OVRPRUH KLJKO\DPRQJ WKRVHZLWKSULYDWH QDWLRQDO FDSLWDO WKDQDPRQJSXEOLFRU IRUHLJQILQDQFHGRQHVx ,QJHQHUDOWHUPVLWFDQEHVWDWHGWKDW&'7,ORDQVKDYHKDGJUHDWHULQIOXHQFHLQWKHJHQHULFVWLPXOXVWR5	'WKDQLQWKHWHFKQRORJLFDORULHQWDWLRQRIWKHFRPSDQ\x 7KH PD[LPXP DVVHVVPHQW DPRQJ DLPV FRUUHVSRQGV WR SURGXFW GHYHORSPHQWIROORZHG E\ WKDW RI LPSURYLQJ  RU DW OHDVW PDLQWDLQLQJ WKH ILUP
V FRPSHWLWLYHSRVLWLRQDQGWKHRSHQLQJXSRIPDUNHWV,QDQ\FDVH&'7,ILUPV ZKLFKWRDODUJHH[WHQWEDVHWKHLULQQRYDWRU\VWUDWHJ\RQWKHGHYHORSPHQWRIQHZSURGXFWV WKDWLVRQ TXDOLW\ DQG GLIIHUHQWLDWLRQ  WKXV VHHPPRUH LQFOLQHG WR VHHN WRPDLQWDLQ RULPSURYH WKHLU FRPSHWLWLYH SRVLWLRQ DQG WKH RSHQLQJ XS RI QHZPDUNHWV WKDW LVFRPPHUFLDO DLPV WKDQ LQ WKHPHUHO\ LPPHGLDWH ILQDQFLDO REMHFWLYH RI UHGXFLQJFRVWVx )LUPV VHHP WR KDYH D SDUWLFXODU DSSUHFLDWLRQ RI LQWHUQDO WHFKQRORJLFDOH[SORLWDWLRQ RI KDYLQJ DYDLODEOH D ELJJHU EDVH RI NQRZKRZ RU LPSURYLQJ VWDIIWUDLQLQJ UDWKHUWKDQLQFUHDVHGWHFKQRORJLFDOFRRSHUDWLRQZLWKRWKHUILUPVRUHYHQZLWK3XEOLF5HVHDUFK&HQWUHVx ,Q WKH ODVW SHULRG WKHUH VHHPV WR H[LVW D PRUH ULVNDYHUVH SROLF\ WKHUH ZDV DUHGXFWLRQ LQ WKH VL]H RI SURMHFWV DQG WKLV SUREDEO\ UHGXFHG WKH OHYHO RI WKHLQQRYDWLRQVDFKLHYHG
5(/$7,216+,36%(7:((1),506$1'38%/,&&(175(6
7HFKQRORJLFDO UHVRXUFHV WUDQVIHUULQJ IURP SXEOLF UHVHDUFK FHQWUHV KDYH DOZD\VEHHQDPRQJVW WKH HOHPHQWV IRU GHYHORSLQJ D SROLF\ VWUDWHJ\ VLQFH LW ZDV ERUQ DW WKHEHJLQQLQJRIWKHVL[WLHV)URP5	'1DWLRQDO3ODQVWKDWLVVXHEHFRPHVDFUXFLDOIDFWRUZLWKLQWKHFUHDWLRQ RIVSHFLDOLVHGLQWHUIDFHRUJDQLVPVSDUWLFXODUO\WKH275,V
6LQFH LWV FUHDWLRQ LQ WRGD\ WKHUH DUH DURXQG275,V RI WKHPEHORQJ WRXQLYHUVLWLHV  WR SXEOLF ERGLHV  WR XQLYHUVLW\ILUPV IRXQGDWLRQV DQG  WR ILUPVDVVRFLDWLRQV RU WHFKQRORJLFDO FHQWUHV ,Q  WKH  EHORQJLQJ WR WKH SXEOLF VHFWRUXQLYHUVLWLHVDQGUHVHDUFKFHQWUHVVLJQHGFRQWUDFWVIRUPLOOLRQSHVHWDVRI WKHPDUHFRQWUDFWVZLWK ILUPVDFFRXQWLQJ IRUPLOOLRQVSHVHWDV(YHQDGPLWWLQJ WKDW DFWLYLWLHV DQG UHVRXUFHVRI WKH275,VKDYHJURZQ LQ WKLVGHFDGH VWLOOWRGD\  WKH UHVRXUFHV GHYRWHG DUH PXFK ORZHU WKDQ WKH\ VKRXOG EH IRU DQ HIILFLHQWFRPPHUFLDOLVDWLRQ RI WKH DYDLODEOH WHFKQRORJ\ LQ WKHLU RZQ LQVWLWXWLRQV DQG WRWDOO\XQVXLWDEOH WR PDUNHW SXOO VWUDWHJLHV ZKLFK DUH PRUH DSSURSULDWH WR LWV REMHFWLYH&27(&D




x 8SWRRIWKHILUPVGHFODUHGWKDWWKH\KDGWKHLURZQSUHYLRXV5	'DFWLYLWLHV,W KLJKOLJKWV WKH UROH RI ILUPVZKRKDGGHYRWHG WR WKLV DFWLYLW\PRUH WKDQRIWKHLUVDOHVx &KHPLFDODQG3KDUPDFHXWLFDOILUPVDUHWKHPRVWDFWLYHRQHVx 0RVWRIWKHFRPSDQLHVKDYHLPSRUWDQWH[SRUWDFWLYLWLHVRIWKHPGHFODUHWKDWWKH\GHYRWHDVLJQLILFDQWSHUFHQWDJHRIWKHLUVDOHVWRIRUHLJQPDUNHWVx 7KHUHLVDQRWLFHDEOHSDUWLFLSDWLRQRIPXOWLQDWLRQDOILUPVDURXQGRIVDPSOHILUPVKDGIRUHLJQVKDULQJ
7KH SHUFHSWLRQ RI WKHVH ILUPV RI WKHLU FRQWUDFWV ZLWK SXEOLF FHQWUHV KDV WKHVHFKDUDFWHULVWLFV
x ,QJHQHUDOWHUPVILUPVDUHTXLWHLQIDYRXURIKDYLQJFRQWUDFWVZLWKSXEOLFFHQWUHVx 7KH\ DGPLW WKH LPSRUWDQFH RI WKRVH ERGLHV IRU WKH LQQRYDWLYH DFWLYLWLHV RI WKHILUPVx +RZHYHU ILUPV GR QRW UHDOLVH LQ WKRVH FRQWUDFWV EHQHILWV GLUHFWO\ UHODWHG WRLQFRPHVPDUNHWVKDUHVFRVWVDQGH[SRUWDWLRQV7KLVDSSHDUVWRGHPRQVWUDWHWKHUHLVQRWDGLUHFWUHODWLRQZLWKHFRQRPLFHOHPHQWVGHWHUPLQLQJFRPSDQLHV¶VWUDWHJLHV
$ PRUH DFFXUDWH ZD\ WR FRPH FORVHU WR WKH LPSRUWDQFH RI WKH FROODERUDWLRQ ZLWKUHVHDUFK FHQWUHV KDV EHHQ DFKLHYHG E\ LQFOXGLQJ LQ WKH DQDO\VLV RI WKH WHFKQRORJLFDODFWLYLW\ RI LQQRYDWRU\ FRPSDQLHV D TXHVWLRQ UHODWHG WR WKH ZD\ RI RUJDQLVLQJ 5	'DFWLYLWLHV0ROHURDQG%XHVD7KHRSWLRQVRIWKHDQVZHUZHUHWRFDUU\RQ5	'LQ WKHLU RZQ ILUPV WR FROODERUDWH ZLWK RWKHU ILUPV DQG WR FROODERUDWH ZLWK SXEOLFUHVHDUFKFHQWUHV
7KH ILQGLQJV VKRZ KRZ WKRVH ILUPV JLYH DPHGLXP LPSRUWDQFH WR WKH FROODERUDWLRQZLWKSXEOLFFHQWUHVLQIDFWPHDVXULQJRQD/LNHUVFDOHIURPWRWKLVFROODERUDWLRQKDV DYDOXDWLRQRI DELW ORZHU WKDQ WKHPHDQ+RZHYHU WKHUH DUHQR VWDWLVWLFDOGLIIHUHQFHVEHWZHHQ ILUPV RIGLIIHUHQW VL]HVRU IURPGLIIHUHQW UHJLRQV'HSHQGLQJRQWKHILUP
VILQDQFLDOVWUHQJWKWKHRQO\VXEJURXSWKDWFRQFHGHVDKLJKHUYDOXDWLRQWKDQWKHDYHUDJH LV WKHRQHIURPSXEOLF ILUPV$ERXW WKHVHFWRURIDFWLYLW\WKHILUPVZLWKKLJKHU DQVZHU YDOXHV EHORQJ WR  $JULFXOWXUH DQG )LVKLQJ WKH 3KDUPDFHXWLFDO,QGXVWU\0HWDO3URGXFWV&RPPHUFLDO6HUYLFHVDQG2WKHU6HUYLFHV
 67$7( 32/,&,(6 72 352027( 63$1,6+ ),506
,17(51$7,21$/,6$7,21
 $17(&('(176
)URP WKH ODWH ILIWLHV WKH LQWHUQDWLRQDO RSHQLQJ XS RI WKH 6SDQLVK HFRQRP\ KDV EHHQFKDUDFWHULVHG E\ D SURFHVVZKLFK KDV H[SHULHQFHG GLIIHUHQW VWRS DQG JRPRYHPHQWVDFFRUGLQJWRWKHHYROXWLRQRIWKHHFRQRPLFVLWXDWLRQ6LQFHWKHVLJQLQJRIWKH$FXHUGR3UHIHUHQFLDO3UHIHUHQWLDO$JUHHPHQWZLWKWKH((&WKDWRSHQLQJSURFHVVKDVEHFRPHPRUHPDUNHGUHDFKLQJDFUXFLDOVWDWHZLWKWKHVLJQLQJRIWKH7UDWDGRGH$GKHVLyQDOD(XURSD&RPXQLWDULD-RLQLQJ$JUHHPHQWIRU(QWHULQJLQWRWKH(XURSHDQ&RPPXQLW\LQ  ,Q JHQHUDO WHUPV FRPPHUFLDO OLEHUDOLVDWLRQ RI WKH6SDQLVK HFRQRP\FDQEHFODVVLILHGDVLUUHJXODUGXULQJLWVHYROXWLRQ$ORQVR

7KURXJKRXW WKH VL[WLHV DQG WKH ILUVW KDOI RI WKH VHYHQWLHV FRPPHUFLDO SROLFLHV ZHUHFKDUDFWHULVHG E\PDLQWDLQLQJ KLJK WDULIIV RQ LPSRUV OLPLWLQJ WKH HQWUDQFH RI IRUHLJQSURGXFWV WKRXJK UHVWULFWLYH FRPPHUFLDO UHJLPHV DQG WD[DWLRQ DJUHHPHQWV ZKLFKSHQDOLVHLPSRUWDWLRQFRPSDUHGWRQDWLRQDOSURGXFWLRQ
$V IDU DV H[SRUWLQJ LV FRQFHUQHG LQVWUXPHQWV XVHG IRU LWV SURPRWLRQ LQ WKRVH \HDUVZHUHYHU\GLYHUVLILHGDQGFRPSOH[7KHLUREMHFWLYHZDV WR LQFUHDVH  WKHH[SRUWVRIDFRXQWU\WKDWVKRZHGDKLVWRULFDOODFNRIVWUXFWXUDOFRPSHWLWLYHQHVVDQGWULHGWRUHGXFHWKLV GHILFLHQF\ WKURXJK DUWLILFLDOPHFKDQLVPV$PRQJ WKHP FDQ EHPHQWLRQHG WKH³LPSURYHPHQW WUDIILF´ ZKLFKZDV D WD[ JLYLQJ D SRVLWLYH DQG GLIIHUHQW WUHDWPHQW WRWKRVH LPSRUWV WKDW ZRXOG ODWHU EH LQFOXGHG LQ VDOHV DEURDG :H FRXOG DGG D ILVFDOLQVWUXPHQW WKDW UHGXFHG H[SRUW WD[HV WKURXJK WKH ,PSXHVWR GH &RPSHQVDFLyQ GH*UDYiPHQHV,QWHULRUHVZKLFKGLVDSSHDUHGLQWKHILUVWKDOIRIWKHHLJKWLHV
:LWK UHJDUG WR  ILQDQFLDO LQVWUXPHQWV WKH XVH RI FUHGLWV IRU H[SRUWLQJ ZDV YHU\FRPPRQDOWKRXJKWKHIXQGVZHUHLQVXIILFLHQWDWWKHHQGRIWKHVHYHQWLHV6LPLODUZDVWKH FDVH RI H[SRUWV LQVXUDQFH ZKLFK RYHU GHFDGHV SURYHG WR EH D YHU\ XVHIXOLQVWUXPHQW )RU WKLV UHDVRQ WKH &RPSDxtD (VSDxROD GH 6HJXURV GH &UpGLWR D OD([SRUWDFLyQ&(6&(ZDVFUHDWHGDWWKHEHJLQQLQJRIWKHVHYHQWLHVDQGWRGD\LVVWLOORSHUDWLYH
)LQDOO\LQVWUXPHQWVGHDOLQJZLWKRUJDQLVDWLRQDO LVVXHVDQG WKHSURPRWLRQRIH[WHUQDODFWLYLWLHV DFTXLUHG D PRUH UHOHYDQW UROH LQ VXSSRUWLQJ H[SRUWLQJ DFWLYLW\ ZLWK WKHFUHDWLRQ RI WKH ,QVWLWXWR GH &RPHUFLR ([WHULRU ,&(; DW WKH EHJLQQLQJ RI WKHHLJKWLHV
&RQFHUQLQJDFWLRQVGHDOLQJZLWKGLUHFWLQYHVWPHQWVLWZDVQRWXQWLOWKDWWKHILUVWOHJLVODWLRQ ZDV DGRSWHG 7KLV FRQWHPSODWHG D FHUWDLQ GHJUHH RI OLEHUDOLVDWLRQ RIRXWZDUGGLUHFW LQYHVWPHQWV ± ZKLFKKDG WREHSUHYLRXVO\DXWKRULVHG  DQGZDVPRUHVXLWDEOH WR WKH HYROXWLRQ DQG UHDO QHFHVVLWLHV RI WKH 6SDQLVK HFRQRP\ ,Q  WKLVOHJDO QRUP ZDV FRPSOHPHQWHG ZLWK WKH OLEHUDOLVDWLRQ RI LQYHVWPHQWV OLQNHG WR WKHSURPRWLRQ RI H[SRUWV /DWHU RQ LQ  D FRPSOHWH OLEHUDOLVDWLRQ RI RXWZDUG GLUHFWLQYHVWPHQWVZDVHVWDEOLVKHG
,QWKHGHJUHHRIOLEHUDOLVDWLRQRIFDSLWDOPRYHPHQWVDQGWKHLUDGDSWDWLRQWRWKH(XURSHDQ &RPPXQLW\ QRUPDWLYH ZDV DPSOLILHG 7R EH PRUH H[SOLFLW LQ WKH 3ODQ VRPHPHDVXUHVZHUH LQFRUSRUDWHGFRQFHUQLQJ WKH H[SDQVLRQRI6SDQLVKFDSLWDODEURDG 7KRVH PHDVXUHV KDYH LQFUHDVLQJO\ HYROYHG VLQFH WKH VHFRQG KDOI  RI WKHHLJKWLHV6DQFKH]
 35(6(17,167580(176
6LQFH WKH HDUO\ WKH QLQHWLHV VRPH LPSRUWDQW FKDQJHV LQ WKH FRQILJXUDWLRQ RILQWHUQDWLRQDOLVDWLRQSROLF\WRRNSODFH7KLVZDVEDVLFDOO\GXHWRWKHUHFRJQLWLRQRIWKHRI ILUPV¶ QHHGV WRPDNH DQ LPSRUWDQW HIIRUW RI DGDSWDWLRQ LQZKLFK WKLV SROLF\PXVWSOD\ D UHOHYDQW UROO 7KH QHZ SDQRUDPD RI UHGXFWLRQ RI WUDGLQJ EDUULHUV PDUNHW
 'RPHVWLF7D[&RPSHQVDWLRQ 6SDQLVK,QVXUDQFH&RPSDQ\RI([SRUW/RDQV ([WHULRUWUDGHLQVWLWXWLRQ

JOREDOLVDWLRQ ZLGHU PRELOLW\ RI SURGXFWLYH IDFWRUV JRRGV DQG VHUYLFHV DQG LQJHQHUDO WKH HQYLURQPHQW RI PRUH LQWHUQDWLRQDO FRPSHWLWLYHQHVV HQGHG LQ WKHDZDNHQLQJRIWKHQHFHVVLW\RID³FKDQJHRIPHQWDOLW\´WKDWEULQJVZLWKLWWKHRSHQLQJRIWKHILUPVWRDQLQWHUQDWLRQDOFRPSHWLWLYHFXOWXUH
,QWKH3ODQGH$SR\RDOD,QWHUQDFLRQDOL]DFLyQGHOD(PSUHVD ZDVFUHDWHGZLWKWKLV REMHFWLYH DQG ZLWK WKH DLP RI KHOSLQJ  WKRVH ILUPV WKDW ZHUH WR VWDUW DQLQWHUQDWLRQDO FRXUVH VHH WDEOH 1HYHUWKHOHVV WKLV SODQKDGD OLPLWDWLRQEHFDXVH LWZDV GLUHFWHG RQO\ WR ILUPV WKDW ZRXOG EH LQWHUQDWLRQDOLVHG E\ KDYLQJ D SHUPDQHQWHVWDEOLVKPHQW DEURDG QRW WR ILUPV ZKLFK FRXOG FDUU\ RXW RWKHU ZD\V RILQWHUQDWLRQDOLVDWLRQVXFKDVH[SRUWLQJRUWHFKQRORJ\WUDQVIHUDEURDG7KHSODQLVEDVHGRQ WKH UHFRJQLWLRQ RI WKH UHGXFHG WHFKQRORJLFDO DQG ILQDQFLDO FDSDFLW\ FRPPRQ WR60(V DQG WKHUHIRUH WKH REVWDFOHV WKHVH ILUPV ILQG LQ WDFNOLQJ DQ LQWHUQDWLRQDOVWUDWHJ\
/DWHURQ LQGXHWR WKHHQGLQJRI WKHWUDQVLWLRQDOSHULRGRIDGKHVLRQDQGWRWKHFKDQJHV WKDW WKH QHZ VLWXDWLRQ LPSOLHV LQ WHUPV RI WKH H[LVWHQFH RI WKH &RPPRQ0DUNHWDVDKRPHPDUNHW WKHQHFHVVLW\ZDVUDLVHGRI LPSURYLQJ WKHSHUIRUPDQFHRIWKHDGPLQLVWUDWLRQUHJDUGLQJWUDGHDQGLQYHVWPHQWDFWLYLWLHV)RUWKLVUHDVRQQHZZD\VRIDFWLQJVWDUWHG7KHVHDFWLRQVZHUHVXSSRVHGWRDQVZHULQDPRUHDGHTXDWHZD\WKHREOLJDWLRQVWKDW6SDQLVKILUPVVKRXOGIDFHFRPSOHPHQWLQJUHRULHQWLQJDQGDPSOLI\LQJWKHPHDVXUHVWDNHQLQ3ODQ0DUWLQH]
,Q WKLV VHQVH WKH SXUSRVH LV WR UHGXFH WKH LQVXIILFLHQW LQWHUQDWLRQDOLVDWLRQ DQG WRSURYLGHDQVWUXFWXUDOFKDUDFWHUWRWKHIRUHLJQH[SDQVLRQRIWKHFRPSDQLHV7RDFKLHYHWKRVHREMHFWLYHVWKHUHVKRXOGEHDFRQWLQXRXVSROLF\ZKLFKZLOOQRORQJHUEHEDVHGRQGHIHQVLYHLQVWUXPHQWVDQGZKLFKLPSOLHVWKHQHFHVVLW\RIUHWKLQNLQJWKHXVHRIVRPHRIWKH DIRUHPHQWLRQHGPHDVXUHV %DVLFDOO\ WKRVH WDNHQ LQ  DUH EDVHG RQ D ZLGHUFROODERUDWLRQ EHWZHHQ ILUPV DQG WKH DGPLQLVWUDWLRQ 7KH\ LQWURGXFH LQVWLWXWLRQDOLQVWUXPHQWV GHVLJQHG WR FRQVROLGDWH WKH LQWHUQDWLRQDOLVDWLRQ VXSSRUWLQJ V\VWHP WKDWFRPSOHWHGWKHDOUHDG\H[LVWLQJRQHV6LPLODUO\WKHVHZHUHVWUHQJWKHQHGLQWZRVHQVHVWKH ILUVW RQH LV WKH DSSURDFK WR DVSHFWV FRQQHFWHG WR WUDGH SURPRWLRQ FUHDWLQJ IRUH[DPSOH WKH3URJUDPDGH3URPRWRUHV DQG UHLQIRUFLQJ DVSHFWV VXFKDVTXDOLW\DQGH[WHUQDO LPDJH 7KH VHFRQG RQH UHIHUV WR GHHSHQLQJ RI H[LVWLQJ PHDVXUHV ILVFDOLQYHVWPHQWDQGLQIRUPDWLRQ RQHVDPRQJRWKHUVSXWWLQJWKHHPSKDVLVRQLVVXHVVXFKDV D ZLGHU XVH RI WKH ULVN¶V FRYHU DQG FUHGLW V\VWHPV WKH H[SORLWDWLRQ RI WUDGLQJRSSRUWXQLWLHV WKH XSJUDGLQJ RI WKH OHYHO RI FRPSURPLVH DQG UHJXODULW\ RI H[SRUWLQJILUPVWKHSURPRWLRQRIWKHLQWHUQDWLRQDOH[SDQVLRQRI60(VDQGWKHLPSURYHPHQWRIVHUYLFHVRIIHUHGE\WKH,&(;$ORQVRDQG'RQRVR
)LQDOO\ LQ  WKH 3UR\HFWR  SDUD OD H[SRUWDFLyQ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 ,&DWDOXQLDQ5HVHDUFK3ODQ,,&DWDOXQLDQ5HVHDUFK3ODQ*DOLFLD  5HVHDUFKDQG'HYHORSPHQWIRU*DOLFLD0DGULG 
,5HJLRQDO5HVHDUFK3ODQ5HJLRQDO,QGXVWULDO5HVHDUFK3ODQ,,5HJLRQDO5HVHDUFK3ODQ,,,5HJLRQDO5HVHDUFK'HYHORSPHQW3ODQ1DYDUUD  5HJLRQDO,QYHVWLJDWLRQ3ODQLQ1DYDUUD3DtV9DVFR 
6WUDWHJLF7HFKQRORJ\3ODQ,QGXVWULDO7HFKQRORJ\3ODQ6FLHQFHDQG7HFKQRORJ\3ODQLQ(XVNDGL9DOHQFLD  6FLHQFHDQG7HFKQRORJ\3ODQLQ9DOHQFLD5HJLRQVREMHFWLYH)RQW)RQIUtDHWDO\'XUiQ





)LQDOO\ZHVKRZ WKHILHOGV LQZKLFKHDFKUHJLRQLVPRVWLQWHUHVWHG7DEOHKDVEHHQHODERUDWHG ZLWK WKRVH DFWLRQ ILHOGV WKDW KDYH EHHQ HPSKDVLVHG LQ HDFK UHJLRQ 2IFRXUVHWKHVHDUHQRWWKHRQO\RQHVEXWWKH\DUHWKHPRVWLPSRUWDQWDVUHYHDOHGE\WKHWLPHV WKH\ DSSHDU LQ HDFK UHJLRQ SODQQLQJ$OVRPDQ\ RI WKHP DUH FRQVLGHUHG DV DYHU\ VWURQJ GHYHORSLQJ SRLQW IRU WKH IXWXUH DQG DV EDVHV IRU WHFKQRORJ\ WKDW FDQ EHXVHGLQQHZWHFKQRORJLFDOSDUDGLJPV LQDORQJWHUPFRQVLGHUDWLRQ
$VZH FDQ VHH D JUHDW SURSRUWLRQ RI&&$$ LVPRUH LQWHUHVWHG LQ WKHVH IRXU DFWLRQOLQHVLPSURYHPHQWVLQSURGXFWLRQSURFHVVDQGLQSURGXFWTXDOLW\HQYLURQPHQWFRPSXWHUVDQGLQIRUPDWLRQWHFKQRORJLHVJUDQWVIRUVPDOODQGPHGLXPILUPVGHYHORSPHQWDQGDJUREXVLQHVV&ORVHWRWKHVHILHOGVZKLFKFRXOGEH FDOOHG WRS SULRULW\ RQHV WKHUH LV DQRWKHU JURXS RI DFWLRQ OLQHV ZKLFK LV TXLWHLPSRUWDQW DV ZHOO KHDOWK DQG DJUREXVLQHVV UHODWHG WHFKQRORJLHV ,Q WKH RSSRVLWHGLUHFWLRQWKRVHILHOGVLQZKLFKWKHLQWHQVLW\LVORZHUDUHELRWHFKQRORJ\HQHUJ\KXPDQLWLHVDQGKXPDQUHVRXUFHV
7KH TXHVWLRQ DULVLQJ DIWHU WKHVH UHVXOWV LVZKHWKHU LW LV WUXH WKDW WKHVH DUH WKH ILHOGVZKLFKDUHJRLQJWRKDYHDJUHDWHUGHYHORSPHQWLQDQHDUIXWXUHDQGLIWKLVKDSSHQVWRZKDWH[WHQWUHJLRQVZRUNLQJRQWKHPDUHKDYLQJVWUDWHJLFSRVLWLRQVWRJHWDGYDQWDJHVIRUKDYLQJDEHWWHUSRVLWLRQDQGSRVVLELOLWLHVRIGHYHORSPHQW"7KLVVLWXDWLRQZRXOGEHKLJKO\SRVLWLYHEHFDXVHWKHOLQHVWKDWKDYHEHHQGLVFXVVHGVHHPWREHWKHRQHVZLWKDJUHDWHUSURMHFWLRQ1HYHUWKHOHVVWKLVRSWLPLVWLFVLWXDWLRQKDVWREHTXDOLILHGE\RWKHUUHDVRQVVXFKDV




,Q UHFHQW \HDUV SROLFLHV RI UHJLRQDO DXWRQRPRXV JRYHUQPHQWV ZH KDYH GHVFULEHGEHIRUHKDYHNQRZQDQDGGLWLRQDOLPSXOVHGXHWRDYDLODELOLW\RI(XURSHDQIXQGV7KHVHKDYHJLYHQDELJJHUPDUJLQWRWKHVHJRYHUQPHQWVVRWKH\FDQDSSURYHPRUHDPELWLRXV3ODQV7KH5,65,776 LQLWLDWLYH KDV EHHQ YHU\ LPSRUWDQW WR WKDW HQG LQVRIDU DV LW LVRULHQWHG WR VXSSO\ EHWWHU WHFKQRORJLFDO LQIUDVWUXFWXUHV WR WKH (XURSHDQ UHJLRQVSDUWLFXODUO\ WR WKH OHVV GHYHORSHG RQHV ,W LV D QRWLFHDEOH IDFW WKDW PRVW UHJLRQDOJRYHUQPHQWV KDYH WDNHQ WKHVH LQLWLDWLYHV WR DQDO\VH WKHLU LQQRYDWLRQ V\VWHP LQ ERWKWKHSXEOLFDQGILUPVVHFWRU
7KHQHZHVWIHDWXUHRIWKHVHLQLWLDWLYHVLVLWVJOREDOFKDUDFWHUFRPLQJIURPWKHFRQFHSWRI WKH,QQRYDWLRQ6\VWHP7KLVKDVSHUPLWWHGUHFHQWSODQVWREHQRWUHVWULFWHGWRJLYHFHUWDLQ ILQDQFLDO KHOS WR WKH ILUPV RQ WKH FRQWUDU\ WKH\ WU\ WR LQFOXGH PRUHLQVWLWXWLRQDO DVSHFWV DV ZHOO DV UHODWLRQVKLSV EHWZHHQ DJHQWV RI WKH V\VWHP ,W LV WRRVRRQ WR HYDOXDWH WKH HIILFLHQF\ RI WKHVH LQLWLDWLYHV EHFDXVH PRVW RI WKHP DUH LQ DSUHYLRXVVWXG\SKDVHRUKDYHEHHQLQWURGXFHGLQUHFHQWPRQWKV:HFDQVD\WKH\KDYHEHHQZHOOUHFHLYHGLQVRFLHW\EHFDXVHUDWKHUDODUJHQXPEHURIDJHQWVDQGERGLHVKDYHEHHQFRQVXOWHG,W VKRXOG EH SRLQWHG RXW WKDW WKH SRWHQWLDO LPSDFWZLOO GHSHQG RQ WKH HFRQRPLF DQGWHFKQRORJLFDO OHYHO RI WKH DUHDV LQ ZKLFK WKLV LV LPSODQWHG WKH FDVH RI WKH KLJKHVWGHYHORSHGDUHDV 0DGULG&DWDOXxDRU3DtV9DVFR LVFRPSOHWHO\GLIIHUHQW IURPWKRVHPRUHGHSUHVVHGWHUULWRULHVZLWKOHVVHFRQRPLFDFWLYLW\RUOHVVSDUWLFLSDWLRQLQQDWLRQDOWRROVWKDWKDYHEHHQGHVFULEHGLQVHFWLRQ
7DEOH  3XEOLF IXQGV GHVLJQDWHG WR LQQRYDWLRQ GHSHQGLQJ RQ WKHLU RULJLQ IRUVRPHRIWKH&&$$$XWRQRPRXV&RPPXQLWLHVPLOOSWDV
&&$$ )XQGV IURP&&$$ )XQGV IURPFHQWUDO$GPLQLVWUDWLRQ
)('(5 )UDPHZRUN3URJUDPPH$QGDOXFtD    $UDJyQ    $VWXULDV    &DVWLOOD/D0DQFKD    &DVWLOOD/HyQ QG   &DWDOXxD    *DOLFLD QG   0DGULG    3DtV9DVFR    5HJLRQVREMHFWLYH)RQWVHOIHODERUDWLRQIURP'XUiQDQG)RQIUtDHWDO

,Q WKH VDPH GLUHFWLRQ DOEHLW ZLWK OHVV H[WHQVLRQ DQG GHSWK D QXPEHU RI UHJLRQDOJRYHUQPHQW KDYH XVHG GLIIHUHQW LQVWUXPHQWV WR LPSURYH WKHLU ILUPV FRPSHWLWLYHQHVV*HQHUDOO\ WKH\ FRQVLVW RIPHDVXUHV IRU HQFRXUDJLQJ H[SRUWV DQG OHVV IUHTXHQWO\ WKH\LQFOXGHRWKHUIRUPVRILQWHUQDWLRQDOLVDWLRQ
,Q WKH IROORZLQJ SDJHV ZH DUH JRLQJ WR V\QWKHVLVH VRPH RI WKH PRVW RXWVWDQGLQJLQLWLDWLYHV WDNHQ E\ WZR RI WKH OHVV GHYHORSHG UHJLRQV LQ ERWK FDVHV 2EMHFWLYH &DVWLOOD/D0DQFKDDQG&DQDU\,VODQGVFRPPXQLWLHV7KHLQWHQWLRQLVQRWWRDSSO\WRRWKHUUHJLRQVWKHGHWDLOVRIWKHSROLFLHVRIWKRVHJRYHUQPHQWV WKHVHDUHMXVWDFRXSOHRIH[DPSOHVRIZKDWZHKDYHWDONHGDERXWEHIRUHDQGWKHQHZZD\RIPDNLQJUHJLRQDOSROLFLHVPRUHILUPRULHQWHG
D &DVWLOODOD0DQFKD
7KHRULJLQRIUHFHQWLQLWLDWLYHVLVWKH3DFWR,QGXVWULDO,QGXVWULDO3DFWZKLFKLV EDVHG RQ DQ DJUHHPHQW EHWZHHQ SROLWLFDO SDUWLHV WUDGH XQLRQV DQG ILUPV¶RUJDQLVDWLRQV WR LPSURYH WKH LQGXVWULDO GHYHORSPHQWRI D UHJLRQZKLFK LV RQHRI WKHOHDVWGHYHORSHGLQ6SDLQ7KH3DFWDQWLFLSDWHGWKUHHJUHDWDUHDVLQZKLFKLWFRXOGDFW

7DEOHQ 0DLQDUHDVRILQWHUHVWRIWHFKQRORJLFDOSROLFLHVE\UHJLRQV(QYLURQPHQW +HDOWK +XPDQLWLHV %LRWHFKQRORJ\ $JUREXVLQHVV (QHUJ\ &RPSXWLQJ DQGLQIRUPDWLRQWHFKQRORJ\ +XPDQUHVRXUFHV
3URGXFWLRQ DQGTXDOLW\ 60(V &XOWXUH
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&DVWLOOD/HyQ 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1DYDUUD    3DtV9DVFR          HDFK OLQH RYHU WRWDOUHJLRQDO           6RXUFH2ZQHODERUDWLRQ


ZLWK DJUHDW HPSKDVLV RQ WKH 3URPRWLRQRI(FRQRPLF$FWLYLWLHVDQG(QWUHSUHQHXULDO&RPSHWLWLYHQHVV7R GHYHORS WKLV 3ODQ WKHUH DUH GLIIHUHQW SURJUDPPHV EXW IRU RXU SXUSRVHV LW LVLPSRUWDQW WR SRLQW RXW WZR 3URJUDPPH IRU ,QQRYDWLRQ DQG 7HFKQRORJLFDO'HYHORSPHQWDQG3URJUDPPHIRU)RUHLJQ7UDGHDQG,QWHUQDWLRQDOLVDWLRQ ,QWKHILUVWRQHZHFDQILQGVRPHVSHFLILFDFWLRQVDPRQJZKLFKZHKDYHWRPHQWLRQWKHGUDZLQJXSRI5HJLRQDO7HFKQRORJLFDO3ODQ,QFUHDVHLQ7HFKQRORJLFDO'HPDQG ,QQRYDWLRQLQWKH 5HJLRQDO $GPLQLVWUDWLRQ 5HJLRQDO ,QIRUPDWLRQ DQG WHFKQRORJLFDO 6XSSRUW DQG7HFKQRORJLFDO,QIUDVWUXFWXUH(QGRZPHQWDQG6XSSRUWLQJ6HUYLFHV
,Q WKH 3URJUDP RI )RUHLJQ 7UDGH DQG ,QWHUQDWLRQDOLVDWLRQ WKHUH DUH PDQ\ ZD\V RISURPRWLQJ WKRVH DFWLYLWLHV ZLWKLQ ORFDO ILUPV PDLQO\ WKRXJK H[SRUWV DQG SD\LQJVSHFLDODWWHQWLRQWR60(V
,Q WKHFXUUHQW\HDUERWKREMHFWLYHVKDYHEHHQDFKLHYHGZLWKWKHVWDUWLQJRIWKH5HJLRQDO 3ODQ WR ,PSURYH )RUHLJQ $FWLYLWLHV 35$( DQG WKH SURPRWLRQ RI WKH5HJLRQDO3ODQIRU,QQRYDWLRQLQ&DVWLOOD/D0DQFKD35,&$0$1,QERWKFDVHVLWLVWRRVRRQWRNQRZWKHUHVXOWVDOEHLWZHFDQKDYHDGUDIWSLFWXUHRIWKHLUSULRULWLHVDQGFDSDFLW\IRUDIIHFWLQJWKHILUPVRIWKHUHJLRQE\GHVFULELQJWKHLUFRQWHQWV
$ERXW WKH 35$( WKHUH LV DQ HVSHFLDO HPSKDVLV LQ SURPRWLQJ IRUHLJQ WUDGH DQG WKHLQWHUQDWLRQDOLVDWLRQRIWKHILUPQRWMXVWEHFDXVHRIFXUUHQWLQWHUQDWLRQDOFRQGLWLRQVEXWEHFDXVHWKHLQLWLDOOHYHORIIRUHLJQDFWLYLWLHVLVYHU\ORZ7RUHSDLUWKLVWKHUHDUHWKUHHGLIIHUHQW SURJUDPPHV ,QIRUPDWLRQ 7UDLQLQJ DQG 3URPRWLRQ 7KH 3URPRWLRQ3URJUDPPH LV WKH PRVW DPELWLRXV RQH DQG LW LV RULHQWHG WRZDUGV WKH VPDOO DQGPHGLXP ILUPV WR FUHDWH WKHSUHYLRXV FRQGLWLRQV WRPDNH HDVLHU WKH DFFHVV WR IRUHLJQPDUNHWVIRUWKHVHILUPVZKLFKDUHQRWH[SRUWLQJDWWKHPRPHQWDQGDOVRWRSDUWLFLSDWHDQG JLYH ILQDQFLDO KHOS ZLWK DFWLRQV RI LQWHUQDWLRQDO SURPRWLRQ )URP WKH IRXUWHHQDFWLRQVREVHUYHGZHFDQVHHMXVWDVPDOOUHIHUHQFHDERXWWKHHVWDEOLVKPHQWRIVRPHRIWKHVHFRPSDQLHVDEURDGZKLFK PHDQV WKDW WKH3ODQ LV MXVW WRSURPRWHH[SRUWV ,W LVFRQVLVWHQWZLWKWKHSUHVHQWVLWXDWLRQLQZKLFKWUDGLWLRQDOLQGXVWU\GRPLQDWHVDQGVPDOOILUPVORRNWRWKHGRPHVWLFPDUNHW
0RUHDPELWLRXVDWOHDVWLQWKHRU\LV35,&$0$1DOUHDG\DSSURYHGE\WKH(XURSHDQ&RPPLVVLRQ ZLWKLQ WKH 5,65,776 SURJUDPPH $PRQJ LWV EDVLF IHDWXUHV FDQ EHXQGHUOLQHG WKH DJUHHPHQW EHWZHHQ WKH HFRQRPLF DQG VRFLDO DJHQWV DQG WKH GHPDQGVLGHRULHQWDWLRQ7KHREMHFWLYHVFDQEHVXPPDULVHGDVIROORZV
x 7RFUHDWHDFRKHUHQWVLWXDWLRQLQZKLFKSULYDWHDQGSXEOLFLQLWLDWLYHVJHWFORVHUx 7RGHILQH D WHFKQRORJLFDO VWUDWHJ\DQG D VXSSRUW3ODQ LQERWK WKH VKRUW DQG ORQJWHUPx 7RGHILQHVSHFLILFDFWLRQVLPSURYLQJROGSURJUDPPHVDQGFUHDWLQJQHZRQHVx 7RFUHDWHDFRRUGLQDWLRQERG\LQYROYHGLQWHFKQRORJLFDOGHYHORSPHQWDFWLRQVDQGLQQRYDWLRQLQ&DVWLOOD/D0DQFKD
35,&$0$1LVEDVHGRQDZLGHGLDJQRVLVRI WKHVFLHQFHWHFKQRORJ\UHJLRQDOV\VWHPZKLFKSODFHVWKLVUHJLRQEHORZWKHQDWLRQDODYHUDJHLQ5	'DQGLQQRYDWLRQUHVRXUFHVHYHQDGPLWWLQJWKHSRVLWLYHHYROXWLRQRIWKLV]RQHLQWKHODVWIHZ\HDUV$OVRWKH3ODQVWUHVVHV WKH ODFNRIVFLHQWLILFWHFKQRORJLFDO WUDGLWLRQ WKHYHU\SRRU LQIUDVWUXFWXUHDQGVPDOOQXPEHURIUHVHDUFKHUVWKHODFNRILQWHUIDFHERGLHVDQGWKHPRVWLPSRUWDQWRQH

WKHUHGXFHGQXPEHURIILUPVZLWKHQRXJKNQRZOHGJHDQGILQDQFLDOUHVRXUFHVWRZRUNZLWK UHVHDUFK FHQWUHV $V D SRVLWLYH DVSHFW RQH PXVW HPSKDVLVH WKH FUHDWLRQ RI DQXPEHU RI WHFKQRORJLFDO FHQWUHV WKH H[LVWHQFH RI KDUPRQLVLQJ VRFLRHFRQRPLFDOO\LPSRUWDQW HOHPHQWV WKH DGYDQFH LQ VRPH RI WKH UDQJHV LQ ILUPV¶ FRRSHUDWLRQ DQGDFWLRQVFDUULHGRXWE\WKH5HJLRQDO*RYHUQPHQWWRVXSSRUWWKH35,&$0$1LQWKHODVWIHZ\HDUV
7KH 3ODQ LV EDVHG RQ WKUHH VWUDWHJLF D[HV WKH JHQHUDWLRQ DQG DSSOLFDWLRQ RILQQRYDWLRQWKHFUHDWLRQDQGFRQVROLGDWLRQRIWKHLQIUDVWUXFWXUHWRVXSSRUWLQQRYDWLRQDQGWKHLQWHJUDWLRQRIWKHUHJLRQDOV\VWHPRULQQRYDWLRQ$OOWKHVHDUHV\QWKHVLVHGLQWHQSURJUDPPHVZLWKDH[SLU\GDWHRIIRXU\HDUVIURP-DQXDU\
)URP WKH ILQDQFLDO SRLQW RI YLHZ LW ZLOO UHSUHVHQW D QRWLFHDEOH HIIRUW EHFDXVH WKHUHJLRQDOJRYHUQPHQWKDVSODQQHGWR LQYHVWPLOOLRQSHVHWDVLQWKRVHIRXU\HDUVSOXV D VLPLODU DPRXQW IURP WKH FHQWUDO DGPLQLVWUDWLRQ DQG (XURSHDQ 8QLRQSURJUDPPHV$OOWRJHWKHUPDNHDWRWDOLQYHVWPHQWLQLQQRYDWLQJDFWLRQVLQWKHUHJLRQ¶VILUPVRIPLOOLRQLQ\HDUWRPLOOLRQLQ\HDU
E &DQDU\,VODQGV
7R D JUHDW H[WHQW WKH&DQDU\ ,VODQGV FDVH LV YHU\ VLPLODU WR WKH&DVWLOOD/D0DQFKDRQH$V EHIRUH ZH KDYH D SUHYLRXV UHJLRQDO SROLF\ WRROZKLFK LV7KH'HYHORSPHQW3ODQ IRU &DQDULDV  ,Q WKLV 3ODQ VRPH LQLWLDWLYHV ZHUH FRQVLGHUHG WRLPSURYHWKHWHFKQRORJLFDOVLWXDWLRQHVSHFLDOO\LQ5	'$VLQWKHRWKHUFDVH&DQDULDVLVDUHJLRQZLWKVFDUFHLPSRUWDQFHLQWKHZKROH6SDQLVKVFLHQWLILFVWUXFWXUHDVZHFDQVHHLQWDEOH$OVRLQWKLVFDVHWKH3ODQLVDFKLHYHGZLWK(XURSHDQIXQGVFRPLQJIURPWKH5,65,766SURJUDPPH7KHVHTXHQFHRIPHWKRGVDQG WKHRULHQWDWLRQRI WKH6WUDWHJLF3ODQ IRU ,QQRYDWLRQ LQ&DQDULDV 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